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CIRCULAR NO.02/2023- GST OF State Tax 
(Ref. Circular No. 190/02/2023-GST of Central Tax) 

Subject: Clarification regarding application of GST on certain services -reg. 

Representations have been reccived seeking clarifications on the following issues: 

1. Applicability of GST on accommodation services supplied by Air Force Mess to its 

personnel; 
2. Applicability of GST on incentive paid by Ministry of Electronics and Information 

Technology (MeitY) to acquiring banks under Incentive scheme for promotion of RuPay 
Debit Cards and low value BHIM-UPI transactions. 

The above issues have been examined by GST Council in the 48th meeting held on 17 
December, 2022. The issue -wise clarifications are given below: 

2. Applicability of GST on accommodation services supplied by Air Force Mess to its 

personnel: 

Reference has been received requesting for clarification on whether GST is payable on 

accommodation services supplied by Air Force Mess to its personnel. 

All services supplied by Central Government, State Government, Union Territory or local 
authority to any person other than business entities (barring a few specified services such as 
services of postal department, transportation of goods and passengers etc.) are exempt from GST 
vide SI. No. 6 of notification No. 12/2017 State Tax (Rate) dated 30.06.2017. Therefore, as 
recommended by the GST Council, it is hereby clarified that accommodation services provided 
by Air Force Mess and other similar messes, such as, Army mess, Navy mess, Paramilitary and 

Police forces mess to their personnel or any person other than a business entity are covered by 
SI. No. 6 of notification No. 12/2017 State Tax (Rate) dated 30.06.2017 provided the 
services supplied by such messes qualify to be considered as services supplied by Central 
Government, State Government nion Territory or local authority. 
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Applicability of GST on incentive paid by MeitY to acquiring banks under Incentive 
3. 
scheme for promotion of RuPay Debit Cards and low value BHIM-UPI transactions: 

Representations have been received requesting for clarification on whether GST is applicable on the îhcentive paid by MeitY to acquiring banks under the Incentive scheme for promotion of RuPay Debit Cards and low value BHIM-UPI transactions. 
Under the Incentive scheme for promotion of RuPay Debit Cards and low value BHIM-UPI transactions, îne Govermment pays the acquiring banks an incentive as a percentage of value of RuPay Debit card transactions and low value BHIM-UPI transactions up to Rs.2000/-The Payments and Settlements Systems Act, 2007 prohibits banks and system providers 

from charging any amount from a person making or receiving a payment through RuP'ay Debit 
cards or BHIM-UPI. 

The service supplied by the acquiring banks in the digital payment system in case of 
transactions through RuPay/BHIM UPI is the same as the service that they provide in case of 
transactions through any other card or mode of digital payment. The only difference is that the 
consideration for such services, instead of being paid by the merchant or the user of the card, is 
paid by the central govermment in the form of incentive. However, it is not a consideration paid 
by the central govermment for any service supplied by the acquiring bank to the Central 
Government. The incentive is in the nature of a subsidy directly linked to the price of the service 
and the same does not form part of the taxable value of the transaction in view of the provisions 
of section 2(31) and section 15 of the DGST Act, 2017. 

As recommended by the Council, it is hereby clarified that incentives paid by MeitY to 
acquiring banks under the Incentive scheme for promotion of RuPay Debit Cards and low value 
BHIM-UPI transactions are in the nature of subsidy and thus not taxable. 

Difficulty, if any, in implementation of this Circular may plea_a be brought to the notice 
of the Pr. Secretary/Commissioner, Trade and Taxes. 

4. 

(DR. ASHISH CHANDRA VERMA) PR. SECREATRY/COMMISSIONER (STATE TAX) 
No. F.3(477)/GST/Policy/2022/ 89- 4G6 Dated: 22 63/2013 

Copy to:-
1. All Spl./Addl./Joint Commissioners, Department of Trade & Taxes, GNCT of Delhi. Vyapar Bhawan, I.P. Estate, New Delhi-02. 
2. Special Commissioner,(PR), Department of Trade & Taxes, GNCT of Delhi, Vyapar Bhawan, 1.P. Estate, New Delhi-02 for publicity of the contents of this circular. 3. Joint Director, IT for uploading the circular on website of the Department. 4. The President/General Secretary, Sales Tax Bar Association(Regd.), Vyapar Bhawan, 



I.P. Estate, New Delhi-02 

5. All Assistant Commissioner/AVATOS Department of Trade & Taxes, GNCT of Delhi, 

Vyapar Bhawan, I.P. Estate, New Delhi-02 through Zonal Commissioners. 

6. PS to the Commissioner, Department of Trade & Taxes, GNCT of Delhi, Vyapar 

Bhawan I.P. Estate, New Delhi-02. 

7. Guard File. 

(RITA KAUSHIK) 
Assistant Commissioner (Policy) 
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